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RE:  Comments of Sempra Energy - Recognizing Voluntary Early Actionsin "
- Capeand-Trade presented on March 10,2009 : o

- Sempra Energy appreciates that the California Air Resources Board (CARB) recognlzes the heed to

.. encourage early actions within the regulated commumty and in alignment with AB 32 to ensure
_equitability while minimizing costs and maximizing benefits. One of the strongest actions CARB can take
to ensure the success of AB 32, the Global Warming Solutions Act of 2006, in a way that automatically
~ recognizes early actions, is to regulate greenhouse gas (GHG) emissions in a manner that creates accurate
~and consistent price signals that all regulated entities would see for every ton of their GHG emissions. By
unplementlng regulation that recognizes that the cost of every ton of GHG emissions is the same,
-regardleSS of source, CARB would implement regulation that automatically recognizes and rewards
emission reductions that have occurred prior to the effective date of GHG regulation. CARB would also
ensure that every financial decision that could 1mpact GHG ermssmn levels is made on the basis ofafull -
con51derat10n of the costs assoc1ated with GHG emissions.

By recognizing early act1ons through regulatlon that imposes the same consistent price signal for every
ton of GHG emissions, without subsidizing emissions attributable to high volume polltuters, CARB could
avoid any need for allowance set-asides to reward early action by entities within capped sectors. Thisis
important because this kind of set-aside would create numerous economic implications for entities within
capped sectors and the California economy that may not be fully known before GHG regulatmn is
implemented in Cahforma .

K Sempra Energy has carefully considered the que'stions CARB asked at the March 10 workshop.and in
concert with Scoping Plan deﬁnltlons and WCI Design Meaqm‘es offer comments to those questlom
below :

Definition Discassion

The questions from the March 10, 2009 workgroup meeting use terms including: voluntary early action,
early action credits, credits, early reduction credits, and voluntary early actions. CARB could facilitate
further discussions of early action issues by issuance of suggested definitions to distinguish between
different situations or to clarify that similar sounding terms actually mean the same thing.
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The first criteria should be whether the option creates and promotes accurate pnce
signals regarding the costs associated with every ton of GHG emissions that are

~emitted in California or associated with electrical generation delivered to California,

The second criteria should be to ensure that all entities within capped sectors see and
consider the same accurate price signals for every ton of GHG emissions for which
they are responsible under AB32; this will ensure that these costs are fully and
consistently considered whenever decisions are made that could have an 1mpaet on
GHG emission levels. - : :

~ The third criteria should be administrative simplicity. GHG regulation is an

enormously complex undertaking; unnecessarily eomplex meohamsms to reward

~ early actions should be avoided.

- To the extent that CARB nevertheless decides to address this issue through early

action credits for entities within capped sectors, and to the extent it makes early -

‘aetion credits/offsets available for entities that are not subject to. a cap; it should
ensure that the aet1V1t1es were pursued for the purpose of reducrng GHG emissions.

How far back should we go to estabhsh ehglblhty for early action credits"

Entities not subject to a cap, as well as entities within capped sectors to the extent that
CARB decides that all emitters should not face the same price signal for every ton of
emissions for which they are respon51b1e should be awarded Early Action credits for
any GHG reduction act1v1t1es ocourring pI'lOI o 2012

Should credits be based on total reductions achleved prior to ‘2012 without regard to .

when in the P‘]l"lblhtV window these occurred? -

Early Action credits, as described in Response No. 3, should be based on Verifiable

GHG emlss1ons reductions. achieved prior to 2012,

Should early reduction cr edlts be treated the same as allowances, and how should

they be accounted for in the cap"

" Barly Actions within a capped sector should be automatlcally credlted by

- implementing regulation that i 1mposes the sameé costs on all entities within capped

sectors for every ton of GHG emissions for every unit of output/sales, without regard
to historical emission levels. :

Under the forgoing regi-me, early actions ’within a capped sector would be r_ewarded -
due to a reduced need to acquire allowances by way of auction, or through an
allocation of allowances that could be sold based on sales, that treats every MWh of

‘generation the same, without regard to fuel source or historical emission levels.
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' 9‘ Should the 2012 cap ihcrease to include early action credits from capped 'source’s,;l
- and what conditions or criteria should am)ly in making that determmatlon"

e If adopted early action credits should be add1t1onal and capped ent1t1es should be
~ rewarded early action credits. _
Reglstry receive credit for actions they took to reduce emlssmns" If 50, W what years

of reglstry reportmg should be cons1dered"

. CCAR emission reports could be used to verify Voluntary em1331on reductmns pr1or
t0 2012, :

-Voluntary Early Actions Outs1de of Capped Sources

11, What optlons for rewardmg voluntary early actlons should be cons1dered‘7

X3 Non—capped entities could be awarded offsets, allowanccc, or early action credits that
are fungible with either offsets or allowances If offsets cannot be issued prior to -
. establishment of additional protocols early action credits are preferable

o Inthe event set-aside allowa_nces are used o reward early action credit to non-capped -

 sources from project based reductions, such allowance should not come out of the

e Inthe event set-aside allowances are taken from the cap to award early action credit
to capped sources, project based reductions from non-capped sources should not be-

awarded set-side allowances from the cap because this will penalize those under the = -

_cap
12, What criteria should be used to select projects that would be eligible for credits?

e  GHG regulation should seek to avoid any such- administrative determinations and
- reward early action through regulat1on that imposes accurate and con51stent price
51gnals for every ton of GHG emissions. .

13. Should project-based Voluntary reductions that follow Board—approved protocols
quallfy for credits in a cap-and-trade procram" ' :

e Non-capped entities that'reduce GHG‘emissions following Board-approved protocols
-should be awarded fungible offsets. Early action cred1ts should be treated as offsets
that are useable to substttute for allowances -

14, If early acti’on proje-:ts_continue to generate emission reducti'ons after 2012, should
"they still qualify for early reduction credits, set asides, or offsets? :




